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The objectives of the study is to identify empirical evidences of the 
socio-economic performance of the investments in vocational education based on 
four topics and to draw policy implications for reforming vocational education 
system.
1. Main Results 
1) Comparison of the rates of return on investments in vocational education 
and general education
Over the past three decades, the rates of return on investments in vocational 
education have continued to be decreased in both two-year vocational college 
graduates and four-year university graduates. The private and social rates of 
return show similar trends, and there are little difference between male and 
female graduates.
The decreasing trend of rates of return on investments on both vocational 
college graduates and university graduates is contrasted with the trend that the 
wage gap between vocational college graduates and university graduates in U.S. 
has been increasing. This phenomena can be attributed to the fact that the labor 
supply has exceeded the demand as the number of university graduates has 
rapidly increased since 1980s.
The rate of return on the investments in vocational college education has 
remained in lower level than university education and the absolute rate of return 
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has also been low. As for male graduates, social rate of return on vocational 
college graduates has been 4~7 percent point lower than university graduates 
and private rate of return has been 2~6 percent point lower. At the absolute 
level, the social rate of return on vocational college graduates had fallen by 5~6 
percent and the private rate of it had fallen by 3~4 percent in the mid-1990s.
2) Comparison of the economic performance between vocational high school 
graduates and academic high school graduates based on employment 
indicators 
According to the short-term employment indicators, vocational high school 
graduates have achieved better performance than academic high school graduates 
as they presented higher employment rates and they are faster in getting the first 
job after graduation. However, the performance of vocational high school 
graduates is limited in terms of employment quality as the employment 
conditions for them have remained unfavorable.
According to the long-term employment indicators, vocational education has 
played an important role in providing skilled labor for industry. Vocational high 
schools have provided more skilled workers in manufacturing industries than 
academic high schools and university. However, the occupational prestige and 
merits of vocational college and high school graduates have been in decline.  
a. The distribution of job career for university graduates has a normal 
distribution with the highest mark at aged 25, while that of vocational 
college graduates has a bi-modal distribution with the highest marks at 
aged 10 and 25.
b. Vocational college graduates have experienced more job changes in their 
life-time than university graduates and the ratio of transition into the 
self-employed at aged 40 and 50 is high. 
c. The career pathway of vocational college and high school graduates who 
work in production section of manufacturing industries has not yet 
developed. As a result, they have short career ladder and have little chance 
to be promoted above the section head.
3) Changes in social status in terms of career path and pattern
Life-time career patterns consisted of three types: maintaining regular worker 
status, transition from the employed into the self-employed, and the others (late 
employment in regular job, remaining in inactive-labor, career-seeker, etc.)
37. A Study on the Socio-economic Performance of the Investments in  Vocational Education  161
Career pattern of vocational college graduates is relatively unstable compared 
to university graduates. The ratio of maintaining regular worker status in 
vocational college graduates (41.6%) is lower than that of university graduates 
(55.6%).
Of the self-employed at the second half of their life-time, majority of 
vocational college graduates have been engaged in sales, manual work, machine 
operators and assemblers, while some of university graduates have been engaged 
in professionals, technicians and associate professionals. Vocational college 
graduates have experienced various economic status such as irregular workers, 
the unemployed, and economically inactive, etc. 
Vocational college graduates tend to be in underemployment. The ratio of 
skilled workers from vocational college graduates who were born in 1970s is 
higher than vocational college graduates who were born in pre-1970s. This 
implies that production jobs that employed high school graduates in past has 
become replaced by vocational college graduates. 
4) Comparison of finance between private vocational college and private 
university
From 2001 to 2010, the finance revenue of private universities has been 
increased by 81% while that of private vocational college has increased by 
57.4%. Schools with more students, located in the metropolitan area, and with 
less than 50 percent of total enrollment in engineering departments have 
increased finance revenue.
The characteristics of finance revenue is that the proportion of student tuition 
in the total revenue is very high. As for 2010 the ratio of tuition accounted for 
64.7% in university and 67.2% in vocational college. Schools located in the 
metropolitan area received more government subsidies than schools in other 
regions.
While the proportion of operating expenses in finance expenditure was high 
(60.2%~71.6%), the proportion of expenditure for student research and activities 
was low (16.6~21.4%) in 2010.
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2. Policy Implications
At the policy level, economic and manpower policies should give a priority to 
reducing the wage gaps resulting from schooling and transforming the 
employment system to ensure more stable employment for production workers.  
At the enterprise level, employment practices of firms should be transformed 
into the innovative system where technology is harmonious with skills.
At the institutional(organizational) level, the quality of vocational college and 
vocational high school education should be enhanced by revising curricula 
regularly in response to changing industrial demands. In terms of finance, 
private vocational colleges need to diversify revenue sources and increase 
expenditures for student research and activities.
